
TENNESSEE STATE SCHOOL BOND AUTHORITY 

May 11, 2017 
AGENDA 

1. Call meeting to order

2. Approval of Minutes from the TS SBA meeting of March 21, 2017

3. Public Hearing on and Approval of the Tennessee State School Bond Authority Debt Policy

4. Adjourn



TENNESSEE STATE SCHOOL BOND AUTHORITY
March 21, 2017

The Tennessee State School Bond Authority ("TSSBA" or the "Authority") met on Tuesday, March 21,
2017, 2:00 p.m., in Room G-3, Ground Floor, Tennessee State Capitol, Nashville, Tennessee. The
Honorable JustinWilson, Comptroller, was present and presided over the meeting.
The following members were also present:

Honorable Tre Hargett, Secretary of State of Tennessee
Brian Derrick, proxy for Honorable David Lillard, State Treasurer
Angela Scott, proxy for LarryMartin, Commissioner of Finance and Administration
Chancellor Flora Tydings, Tennessee Board of Regents

The following member participated telephonically:
Ron Maples, proxy for Dr. Joe DiPietro, President, University of Tennessee

The following member was absent:

Honorable Bill Haslam, Governor
Recognizing a physical quorum present, Mr. Wilson called the meeting to order and asked for a motion to
approve the minutes ofthe meeting held on February 10, 2017. Mr. Hargett moved approval of the
minutes. Mr. Wilson seconded the motion. Mr. Wilson then called upon Jacqueline Felland, Program
Accountant of the Office of State and Local Finance ("OSLF") to call roll:

Mr. Hargett Aye
Mr. Derrick Aye
Ms. Scott Aye
Ms. Tydings Aye
Mr. Maples Aye
Mr. Wilson Aye

Mr. Wilson then recognized Mr. Robbi Stivers, Executive Director, Officer ofCapital Projects, to present
a project for consideration for the University ofTennessee:

University of Tennessee, Knoxville - Alpha Gamma Rho Housing (A89); Cost: $2,245,000 of
which $600,000 will be financed by TSSBA; Term ofFinancing: 20 years as long-term financing
as taxable debt

Mr. Hargett moved approval ofthe project. Ms. Tydings seconded the motion. Mr. Wilson then called
upon Ms. Felland to call roll:

Mr. Hargett Aye
Mr. Derrick Aye
Ms. Scott Aye
Ms. Tydings Aye
Mr. Maples Aye
Mr. Wilson Aye

Mr. Wilson asked if there was any other business to be presented. Mr. Wilson moved to adjourn. Mr.
Hargett seconded the motion. There being no questions, Ms. Felland called roll:

Mr. Hargett Aye
Mr. Derrick Aye
Ms. Scott Aye
Ms. Tydings Aye
Mr. Maples Aye



Mr. Wilson Aye

Approved on this day of .2017

Respectfully submitted,

Sandra Thompson
Assistant Secretary
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DebtManagement Policy
Introduction
The Tennessee State School Bond Authority (the "Authority"), created in 1965 under the Tennessee State
School Bond Authority Act, Sections 49-3-1201 etseq., Tennessee Code Annotated ("TCA"), is a corporate
governmental agency and instrumentality o f the State o f Tennessee whose purpose is to finance revenue
generating capital projects for public institutions of higher education located in Tennessee ("Higher
Education Institutions") by issuing bonds and notes of the Authority and to finance projects approved
pursuant to the Qualified Zone Academy Bond Program ("QZAB") and Qualified School Construction Bond
Program ("QSCB") [both federal government programs for local education agencies).
The Authority has financed a variety of revenue generating higher education projects including
dormitories, athletic facilities, parking facilities and major equipment purchases. These projects stand in
contrast to non-revenue generating capital projects for basic academic needs such as classrooms and 1

libraries that are funded from the proceeds of the State's general obligation bonds.
QZAB and QSCB projects include construction of new schools, renovation, and rehabilitation of existing
schools, as well as purchase of land and equipment for use in qualified projects. Federal guidelines allow
for QZAB proceeds to be used to fund teacher training. However, under Tennessee Constitution Article 11,
Section 24, no debt will be issued to fund current operating expenses [including internal employee labor)
unless such debt is retired or repaid within the fiscal year of issuance. Thus, the Authority does not use
QZAB proceeds to fund teacher training.
The Office of State and Local Finance itneZQSL:LI_serves as staffto theAuthority. Both the Director of the
j)SLF and the Assistant to the Comptroller for Public Finance serve as the Assistant Secretary to the .-

- Deleted: officeof Stateand Local Finance
Authority.

Purpose
Debt management policies provide written guidance about the amount and type of debt issued by
governments, the issuance process for such debt, and the management of the debt portfolio. A debt
management policy tailored to the needs of the Authority: (1) identifies policy goals and demonstrates a
commitment to long-term financial planning [2) improves the quality of decisions concerning debt issuance;
and [3) provides justification for the structure of debt issuance. Adherence to its debt management policy
signals to rating agencies and the capital markets that the Authority is well managed and able to meet its
obligations in a timely manner.
Debt levels and their related annual costs are important financial considerations that impact the use of
current resources. An effective debt management policy provides guidelines for the Authority to manage its
debt programs in line with those resources.

The QZAB and QSCB programs are limited to the amounts allocated by the federal government. The
Authority adopted the Qualified Zone Academy Bonds General Bond Resolution on September 9, 1999 and
the Qualified School Construction Bonds General Bond Resolution on November 5,2009 authorizing the
issuance of QZABs or QSCBs thereunder from time to time pursuant to Supplemental Resolutions. At this
time the Authority does not anticipate further issuance of debt for these programs due to economic and
financial conditions and constraints.

This policy applies to the QZAB and QSCB programs for purposes of Debt Maintenance and Federal
Reguiatory Compliance and Continuing Disclosure.
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Goals and Objectives
The Authority is establishing this debt policy as a tool to ensure that financial resources are adequate to
meet the Authority's long-term debt program and financial planning. ]n addition, this Debt Management
Policy (the "policy") helps to ensure that financings undertaken by the Authority satisfy certain clear
objective standards designed to protect the Authority's financial resources and to meet its long-term
capital needs.

A. The goals of this Policy
To document responsibility for the oversight and management of debt related transactions;
To define the criteria for the issuance ofdebt;
To define the types of debt approved for use within the constraints established by the
General Assembly;
To define the appropriate uses of debt;
To define the criteria for evaluating refunding candidates or alternative debt structures; and

• To minimize the cost of issuing and servicing debt
B. The objectives of this Policy

To establish clear criteria and promote prudent financial management for the issuance of all
debt obligations;

• To identify legal and administrative limitations on the issuance o f debt;
• To ensure the legal use ofthe Authority's debt issuance authority;
• To maintain appropriate resources and funding capacity for present and future capital

needs;
To protect and enhance the Authority's credit rating;
To evaluate debt issuance options;

• To promote cooperation and coordination with other stakeholders in the financing and
delivery of services;

• To manage interest rate exposure and other risks; and
To complywith Federal Regulations and generally accepted accounting principles ("GAAP"}

DebtManagement
A. Purpose and Use of Debt Issuance

Debt is to be issued pursuant to theAct, as amended, and the Higher Educational Facilities Second
Program General Bond Resolution (adopted by the Authority on April 27, 1998 authorizing the
issuance of Higher Educational Facilities Second Program Bonds from time to time by Supplemental
Resolutions).

• Debt may be used to finance capital projects identified in the FinancingAgreements
between theAuthority and (i) the Tennessee Board of Regents of the State University and
Community College System ("TBR") and Iii) the Board o f Trustees of the University of
Tennessee CUT"].

• Debt may be used to finance project costs which include all direct capital costs and indirect
capital costs of projects, including but not limited to costs of construction and acquisition,
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costs of issuance o f debt, funded interest on debt, and amounts to fund or replenish
reserves, if and to the extent approved by the Authority. In compliance with Article 11,
Section 24 of the Tennessee Constitution, no budgeted current operational expenditures
(including internal employee labor) shall be reimbursed with debt proceeds unless such
debt is retired/repaid within the fiscal year of issuance.

• Prior to the issuance ofbonds, bond anticipation notes may be issued for the payment of
costs as authorized by theAuthority.
Bonds may be issued to refinance outstanding debt.

B. Debt Capacity Assessment
The debt capacity of theAuthority is partially reliant on the debt capacity of the Higher
Education ]nstitutions. Due to this reliance, this Policy requires the assessment of the debt
capacity the Higher Education Institutions on a project-by-project basis as each project is
presented for approval. Debt capacity of each project is based on debt service coverage,
which measures the actual margin of protection for annual debt service payments from the
annual pledged revenue. Pledged revenue plus the pledge of legislative appropriations
must meet a two times coverage test for a project to be approved for debt funding.
Bond anticipation notes are limited to the amount stated in the related Resolution and/or
Credit Agreement.

C. Federal Tax Status
Tax-Exempt Debt - The Authority will use its best efforts to maximize the amount of debt
sold as tax-exempt based on the assumptions that tax-exempt interest rates are lower than
taxable rates and that the interest savings outweigh the administrative costs, restrictions on
use of financed projects, and investment constraints.
Taxable Debt - TheAuthoritywill sell taxable debt when necessary to finance projects not
eligible to be financed with tax-exempt debt.

D. Legal Limitations on the Use ofDebt
Pursuant to Section 47-3-1207(d)(4) of the TCA, limitations on the purpose to which the
proceeds ofsale of bonds or notes may be applied are contained in the resolution or
resolutions authorizing the bonds or notes.
No debt may be issued for a period longer than the useful life ofthe capital project it is
funding.
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Types ofDebt
Pursuant to Section 49-3-1207 of the TCA, the Authority is authorized from time to time to issue its
negotiable bonds and notes. These include:

A. Bonds
The Authoritymay issue bonds, where repayment of the debt service obligations of the bonds will
be made through revenues generated from specifically designated sources. The bonds will be
special obligations of the Authority. These bonds may include but not limited to:

Fixed Interest Rate Bonds. Bonds that have an interest rate that remains constant
throughout the life of the bond.

• Serial Bonds
• Term Bonds

Variable Interest Rate Bonds. Bonds which bear a variable interest rate but do not
include any bond which, during the remainder of the term thereof to maturity, bears
interest at a fixed rate. Provision as to the calculation or change of variable interest rates
shall be included the corresponding Supplemental Resolution.

. Capital Appreciation Bonds. Bonds as to which interest is payable only at maturity or
prior redemption of such Bonds or which bear a stated interest rate o f zero. The
corresponding Supplemental Resolution for the bonds will define the manner in which the
period during which principal and interest shall be deemed to accrue, and the valuation
dates for the bonds and the accreted value on the valuation date.

11 B. ähort-Term Debt Deleted: <#>Refunding Bonds. Bonds refunding the
whole or a part of a Series of Bonds delivered on original

The Authority may issue short-term debt, from time to time as needed to fund projects for the issuance.lï
Higher Educational Institutions during their construction phase. Such debt shall be authorized by ' Formatted: Numbered + Level: 1 + Numbering Style: A, B,
resolution of the Authority. Short-term debt may be used for the following reasons: C, . + Start at: 1 + Alignment Left + Aligned at: 0.25" +

Indent at: 0.5"
• To fund projects with an average useful li fe o f ten years or less; and

To fund projects during their construction phase
TI,eËhgrt-term-dglil maybe structured as Bond Anticipation Notes ["BANs") or short-term ---- Deleted: These notes
obligations that will be repaid by proceeds of a subsequent long-term bond issue or fees and

11 charges from the borrowers. Typically,bhort-tel-m debl is issued dyririe the co,istrucrion oeriüd to -· Deleted: these notes are issued during the construction
:akeadvantage of the lower short-term interest rates. ,Short-term debt may include: period to take advantage of lower short-term interest rates

Deleted: These notes may includeCommercial Paper c'CP") - CP is a form of BANs that has amaturity up to 270 days may be
rolled to a subsequent maturity date and is commonly used to finance a capital project
during construction. It can be issued incrementally as funds are needed.
Fixed Rate Notes - Notes issued for a period ofone vear or less at a fixed interest rate.
Variable Rate Notes - Notes issued for a period oípne year oi- Ie, s, wliuchbear variable Deleted: time less than three years which
interest rates until redeemed. Provision as to the calculation or change of variable interest
rates shall be included in the authorizing resolution.
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Revolving Credit Facility - A form of BANs involving the extension of a line of credit from a
bank. The bank agrees that the revolving credit facility can be drawn upon incrementally as
funds are needed. The draws upon the line of credit may bear variable interest rates until
redeemed. Provision as to the calculation or change o f variable interest rates shall be
included in the authorizing credit agreement

DebtManagementStructure
The Authority shall establish all terms and conditions relating to the issuance ofbonds and will invest all
bond proceeds pursuant to the terms of the Authority's Second General Bond Resolution and the State's
investment policy. Unless otherwise authorized by the Authority, the following shall serve as the Policy for
determining structure:

A. Term
All capital projects financed through the issuance ofdebt will be financed for a period not to exceed
the useful life of the projects, and in consideration of the ability of the borrower to absorb the
additional debt service expense within the debt affordability guidelines, but in no event will the
term of any bonds exceed thirty (30) years.

B. Capitalized Interest
From time to time, certain financings may require the use of capitalized interest from the issuance
date until the borrower has beneficial use or occupancy of the financed project. Interest may be
financed (capitalized) through a period permitted by federal law and the Authority's Second
Program General Bond Resolution if it is determined that doing so is beneficial to the financing by
the Authority.

C. Debt Service
Debt issuance shall be planned to achieve relatively net level debt service. The Authority shall
avoid the use of bullet or balloon maturities, absent sinking fund requirements, except in those
instances where these maturities serve to make existing overall debt service level or to match a

specific income stream.
No debt shall be structured with deferred repayment of principal unless such structure is
specifically approved by unanimous vote o f the members of the Authority.

D. Call Provisions
In general, the Authorit:fs securities will include a call feature no later than ten [10) years from the
date of delivery of the bonds. Call Features should be structured to provide the maximum flexibility
relative to cost. The Authority will avoid the sale of long-term non-callable bonds absent careful
evaluation by theAuthoritywith respect to the value of the calI option.

E. Original Issuance Discount/Premium
Bonds sold with original issuance discount/premium will be permitted with the approval of the
Authority.
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Refunding Outstanding Debt
The Authority may refinance outstanding bonds by issuing new bonds. Authority staff with assistance from
the Authority's financial advisor ("Financial Advisor") shall have the responsibility to analyze outstanding
bond issues for refunding opportunities, whether for economic, tax-status, or project reasons.
Consideration shall be given to anticipated costs and administrative implementation and management.

A. Refunding Proposals
Refunding opportunities shall be reported to the Authority when:

• The sale of refunding bonds produces an aggregate present value savings o f at least 4% o f
the par value of the bonds to be refunded; or ? Deleted:,and, theoption adjusted value of the refunded

l__Bonds is 70%orgreaterThe refunding of bonds creates additional debt capacity and produces an aggregate present
value savings of at least 3% o f the par value of the bonds to be refunded; or

• The refunding of the bonds is necessary due to a change in the use o f a project that would
require a change to the tax status ofthe Bonds; or

• The project is sold or no longer in service while still in its amortization period; or
• Restrictive Covenants prevent the issuance o f other debt or create other restrictions on the

financial management of the project and revenue producing activities.
I f a decision to refund is based on savings, then the Authority will issue the refunding debt only
after receipt o f a certified analysis from the Financial Advisor that the market conditions at the time
ofthe salewill still produce the necessary savings.

B. Term ofRefunding Issues
The Authority will refund bonds within the term o f the originally issued debt allcwi ng for arl
ex,em,inn within t'hc fiscal venr nr thr nt·iøinal tñrm. No backloading of debt willbe permitted.

C. Bond Structuring
The bonds will be structured to create proportional or level debt service savings.

D. Escrow Structuring
The Authority shall structure refunding escrows using permitted securities deemed to be legally
permitted under the circumstances. The Authority shall take all actions as may be necessary or
appropriate to effectuate the transactions contemplated by the Refunding TrustAgreements,
including but not limited to the purchase o f State and Local Government Obligations (SLGS). Under
no circumstances shall an underwriter, agent or financial advisor sell escrow securities to the
Authority from its own account.

E. Arbitrage
The Authority shall take all reasonable steps to optimize escrows and to avoid negative arbitrage in
its refunding subject to#ectiôn,49-3-120516}. üf theTCA Any positive arbitrage will be rebated as Deleted: the
necessary accordingto Federal guidelines ísee also -Fedej·í,I Re¿ulí,U,n, Co,iïølm,ìce,md Cø,Tti,iuing ??' Deleted: Authority'sinve.tmentpolicies
Pisclosui·e- A.AI bit ape"ì.

Methods of Sale
A. Competitive

In a competitive sale, the Authority's bonds shall be awarded to the bidder providing the lowest
true interest cost as long as the bid adheres to the requirements set forth in the official notice of

1 sale. The competitive sale is the Authority's·preferred method of sale.
6



B. Negotiated
While the Authority prefers the use of a competitive process, the Authority recognizes some
securities are best sold through negotiation. Ina nežoüated sale. an ui,derwi'iline team wm be
chosen ¿mil lhe ilnderwriter's fees negol a ted n, o r to the ml e fšee "Seleclion oj' U I,de ,·wl·illiì Ij Team
[Negotiated '1'ranfaction)'1 In its consideration of a negotiated sale, theAuthority shall assess the
following circumstances:

1 A structure which may require a strong:[ pre-marketing efforti, Deleted: such as a complex transaction or a "story" bond

• Size of the issue which may limit the number o f potential bidders,
Market volatility is such that the Authority would be better served by flexibility in timing a
sale,
Credit streneth.

• Illegalor disclosure issuesmakøltadvisable in marketirlp thebonds, and
Tax status of bond.

C. Private Placement
Prom time to time, the Authoritymayþavc a need to consider privately placlng itsdëbt,vhere the Deleted: elect to
size is too small or the structure is too complicated for public debt issuance, or the number of Deleted: Such placement shall be considered fordebt?
market purcl,a,ers is limite,t. andlg[will result in a cost savings to the Authority relative to other transactions J
methods of debt issuance.

Selection ofUnderwriting Team (Negotiated Transaction)
[f there is an underwriter, the Authority shall require the underwriter to clearly identify itself in writing,
whether in a response to a request for proposals or in promotional materials provided to the Authority or
otherwise, as an underwriter and not as a financial advisor from the earliest stages of its relationship with
the Authority with respect to that issue. The underwriter must clarify its primary role as a purchaser of
securities in an arm's-length commercial transaction and that it has financial and other interests that differ
from those of the Authority. The underwriter in a publicly offered, negotiated sale shall be required to
provide pricing information both as to interest rates and to takedown per maturity to the Authority or its
designated official in advance of the pricing o f the debt.

D. SeniorManager, Deleted: Selection

The Authoritywith assistance from its financial advisor shall select the senior manager for a
proposed negotiated sale. The selection criteria shall include but not be limited to the following:

• Experience in selling Tennessee Debt;
Ability and experience in managing complex transactions;

• Prior knowledge and experience with the Authority;
• Willingness to risk capital and demonstration of such risk;

Quality and experience of personnel assigned to the Authority's engagement;
Financing and marketing ideas presented; and

• Underwriting fees.

1 E. Co-Manager, Deleted: Selection

Co-managers will be selected on the same basis as the senior manager. The number of co-managers
appointed to specific transactions will be a function of transaction size and the necessity to ensure
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maximum distribution of the Authority's bonds. T}ie Seeretarv·är Agsistunt'Secrctürv to dw Authoritv
will. al his or her d,scretlt,IL a t'irlnatlrclv ,Ielçrmlne·thc dcsiluïotion Dolicv for·each bond issue.

F. SellingGroups
The Authoritymay use selling groups in certain transactions to maximize the distribution o fbonds
to retail investors. Firms eligible to be a member of the selling group, should either have a public
finance department or pricing desk located within the boundaries of the State. To the extent that
selling groups are used, the Secretary orAssistant Secretary of the Authority at his or her discretion
may make appointments to selling groups as the transaction dictates.

G. Underwriter's Counsel
In any negotiated sale ofAuthority debt in which legal counsel is required to represent the
underwriter, the appointment will be madeby the Senior Manager.

H. Underwriter's Discount
The Authority will evaluate the proposed underwriter's discount against comparahle issues in the.
market. If there aremultiple underwriters in the transaction, the Authority will determine the
allocation of fees with respect to the management fee, if any. 'rhe determination will be based upon
participation in the structuring phase of the transaction. All fees and allocation of the management
fee will be determined prior to the sale date. A cap on management fee, expenses and underwriter's
counsel fee will be established and communicated to all parties by the Authority. The senior
manager shall submit an itemized list o f expenses charged to members of the underwriting group.
Any additional expenses must be substantiated.

I. Evaluation ofUnderwriter Performance ij ll

Authority staff with assistance o f the Financial Advisorwill evaluate each bond sale after
completion to assess the following: costs o f issuance including underwriters' compensation, pricing
of the bonds in terms of the overall interest cost and on amaturity-by-maturity basis, and the
distribution of bonds and sales credits.

Following each sale, Authority staff shall provide a report to the Authority on the results of the sale.

CreditQuality
The Authority's debt management activities will be conducted to receive the highest credit ratings possible,
consistentwith the Authority's financing objectives. The Omce or the Comvtroller of the 'freasiltv throueh
tb-12051.2:will be responsible for maintaining relationships and communicatingwith the rating agencies ?eted: Omce of State and Local Finan'Tto LKe At?hority(?
that assign ratings to the Authority's debt The?SLF will schedule rating agency calls and/or visits prior to - ?íelete?ñ-
the issuance o f Tennessee State School Bond Authority debt. Deleted: Assistant Secretary to the Authority

1 ThepSLF will provide the rating agencies with periodic updates of the general financial condition of the ?Mted: Assistant Secretary to the Authority
Authority. Full disclosure of operations and open lines of communication shall be maintained with the
rating agencies. The Authority, together with the Financial Advisor, shall prepare presentations to the
rating agencies to assist credit analysts in making an informed decision.

?, The Authority through thepSLF will engage the relevant rating agencies in advance, in the event that the -
- Deleted: omce ofstate and Local Finance

Authority decides to move forward with a plan of finance that includes variable rate debt, new commercial
paper programs or the use of derivatives.

The Authority shall apply for ratings from at least two of the three Statistical Rating Organizations (the
"SRO"). The Authority shall fully review the contractwith the SRO and receive an engagement letter prior
to submitting documentation for the rating.

8



A. ä?ucitx?1£?autlä Deleted: Reserve Funds

1. DebtService Reserve Fund
TheAuthority's Second Program General Bond Resolution provides that a Debt Service
Reserve Fund shall be established for each bond that is issued
• Cash Funded Debt Service Reserve - a fund in which moneys are placed in reserve to

be used to pay debt service i f pledged revenues are insu fficient to satis fy the debt
service requirements. The debt service reserve fund is funded with bond proceeds at
the time of issuances. The balance in the debt service reserve fund will be used to pay
the final maturity of that bond. It is the Authority's current practice to establish this
fund with no current funding (funded at zero dollars}.
Reserve Fund Credit Facility - In lieu ofa cash funded Debt Service Reserve, the
Authority has the option to use one of the following reserve fund credit facilities;
provided, however, that at the time o f acceptance by theAuthority, the provider's long-
term obligations of any nature or claims paying ability are rated, by each RatingAgency
then ratinganyOutstanding Bonds, no lower than the same Rating Category (for this
purpose, taking into account refinements and gradations) as the Bonds are then rated by
such Rating Agency:

• Letter o fCredit;
Debt service reserve insurance policy; or
any other similar financial arrangement as determined by Supplemental
Resolution, and which is used to fund all or a portion of the Debt Service
Reserve Requirement

2. Liquidity Facility
In the event the Authority shall utilize CP, the Authority may set up a liquidity facility to
provide liquidity to securities that have been tendered. The liquidity facility may be in the
form of a letter o f credit, advance agreement or other arrangement that may provide
liquidity.

3. Interest Rate Reserve Fund
The Authority may establish an interest reserve fund for bond anticipation notes issued for
each project. The interest reserve fund shall provide security for interest due on bond
anticipation notes as such interest matures between billings. The borrowers shall be
charged on amonthly basis based on the amount borrowed. When the short-term debt for a
project is either repaid or converted into bonds or other long-term debt, the amount
invested in the reserve fund shall be credited back to the borrower.

Iì, intercept of State Approoriations
Scction 4.05 of the Authoritv's Second Proturam Financing Agreements Drovîdes theAuthoritv
the ability. in the event the B,mrd of Truslces ofthe Ui,iversilv orTennesšee or the Tennessee
Board ofRegents has failed to Day the annua! ñnancina charges or adn,in islrativc fees due. to
intercept amounts al,m'onriated bv the General Assemblv of lhe Slate of'Itnnessee tor the
operation and maintenuncc of the Institution to covør lhe amount due and payable.
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Credit Enhancements
The Authoritywill consider the use of credit enhancements on a case-by-case basis, evaluating the
economic benefit versus cost for each case. Only when clearly demonstrable savings can be shown shall an
enhancement be considered. The Authoritywill consider each of the following enhancements as
alternatives by evaluating the cost and benefit o f such enhancements:

A. Bond Insurance
The Authority may purchase bond insurance when such purchase by theAuthority is deemed
prudent and advantageous, 0'he prlma,y consideration shall be 1?psed on whether the insurancq Deleted: for negotiated or competitive sales

Wpll]CLbg-I=ímàUY· For competitive sales, the purchaser ofthe bonds may-beallnwed_tn Deleted: The predominantdetermination shall bebased on

determine whether bond insurance will be used. Jf the Authority decidcs to purchase inkürance. It such insurance being less costly than thepresent value of the
difference in the intereston insured bonds versus uninsured*lial I d,; Ko on a comr}etifive hid basis whenever practicable. Ina negotiated sale, the Authoritywill bonds

select a provlder whose bid [s most cost effectlve and wlll cotisider lhe credit<iuall tv ol'the in,Nurel·.
Deleted: The Authoritywill qualifybonds for insurance byandkallb.q_terms and conditions governing the guarantee are satisfactory to the Authority, solicitingquotes forbond insurance from interested

B. Letters ofCredit providers, orin the case of a competitive sale, allow bidders to
request bond insurance The Board will allow bidders to
purchasethebonds with orwithoutinsurance.The Authority may enter into a letter-of-credit [LOC) agreement when such an agreement is
Deleted: whosedeemed prudent and advantageous. The Authority will prepare and distribute a request for --

,P"(1POS,]ts to qualified banks or other qualified financial institutions which institutions, which Deleted: The winning bidder in a competitive sale will
determine the provider ofbond inlurlnce.includes terms and conditions that are acceptable to the Authoritv. The LOC will be awarded to the
Deleted:bank or ñnancial institution providing the lowest cost bid wilh ihe highestcredit qualltv thatmeets qualifications

the crkeria established bv the Authoritv,
C. Liquidity

For variable rate debt requiring liquidity facilities to protect against remarketing risk, the Authority
will evaluate:

• Alternative forms ot liquidity, includingdirect pay letters ot credit, standby letters o f credit,
and line of credit, in order to balance the protection offered against the economic costs
associated with each alternative;

• Diversification among liquidity providers, thereby limiting exposure to any individual
liquidity provider;
All cost components attendant to the liquidity facility, including commitment fees, standby
fees, draw fees, and interest rates charged against liquidity draws; and
A comparative analysis and evaluation o f the cost of external liquidíty providers compared
to the requirements for self-liquidity.

The winning bid will be awarded to the bank or financial institution providing the lowest cost with
the highest credit quality that meets the criteria established by the Authority.

D. Use ofStructured Products
No interest rate agreements or forward purchase agreements will be considered unlessihe Authorie - _Beleted: ahas esu,blíshed a policy defining the use of such products,þefore the transaction is considered. Deleted: is approved

RiskAssessment
The OSLF will eva[uate each transaction to assess the types and amounts of risk associated with that
transaction, considering all available means to mitigate those risks. The OSLF will evaluate all
proposed transactions for consistency with the objectives and constraints defined in this Policy. The
following risks should be assessed before issuing debt:
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A. Change in Public/Private Use
The change in the public/private use of a project that is funded by tax-exempt funds could
potentially cause a bond issue to become taxable-

B. Default Risk
The risk that debt service payments due from the borrowers are not all received by the due date.

C. Liquidity Risk
The risk ofhaving to pay a higher rate to the liquidity provider in the event of a failed
remarketing o fshort-[eini debi.

D. Interest Rate Risk
The risk that interest rates will rise, on a sustained basis, above levels that would have been set i f
the issucihad been fixed. Deleted: d

E. Rollover Risk
The risk of the inability to obtain a suitable liquidity facility at an acceptable price to replace a

facility upon termination or expiration of the contract period.
F. Market Risk

l'he risk in the event ofa failed rclnurketing of short-term debt. ll,e Liauiditv Provider fails.
Deleted: •Transparency

The Authority shall comply with the Tennessee Open Meetings Act, providing adequate public notice of
meetings and specifying on the agendawhen matters related to debt issuance will be considered.
Additionally, the Authority will provide certain financial information and operating data by specified ? Deleted:, in complying with U.S. Securities and Exchange
dates, and provide notice of certain enumerated events with respect to the bonds, pursuant to , Commission Rule 15c2-12,
continuine disclosi,re equjt·cments of tlzc U.S. Securities and Exclmnpe Commission (-SEC' 1 Rule 1502-12. Deleted: ifmaterial
The Authority Intçnds to mainlain transparency bv:

postlne the Omçid Staten:enl- oí a bond sale to the Authorltv's website witltm iuqweeks of
rhe_closing,pf suçli,îale; Deleted: on a debt transaction, the debtserviceschedule

outlining the rate of retiremento f the principal amount
Prenarine aml filing with OSLF a copy,il- üie costs related to the issuance of a bond and shall be posted to the Authority's website
other information,required by Section 9-21-151 of the TCA, wm,in 45 davs ofthe ck}sim! of Deleted: Within 45 days from closing,
bucll sale and pI·ese li [ i 11 ß Lhe origimti oí s Licl, :iL,cument Lc Il?e Authorítv at its next Ill eel Ì lig Deleted: set forth in
Jsee,n I so "Debt Adm i '11-Ç t.: a Lton - B. Post Sale"j; and Deleted: shall be prepared,
Jìlectroniglly#ubmittingthrough the Municipal Securities Rulemaking Board's Electronic Deleted: copy filed with the OffìceofStateand Local
Municipal Market Access ("EMMA J website (I,e information nocessarv to sat?sfv the Finance, and theoriginal presentedatthe nextmeetingof
Authority's colldnuinß disclost,ie reüuirenîerts in a tinlelv mannel· Nee also "Fede,-,-,l the Authority

Km Ialorv Cünlpliance and Con Linuinp Dixclos,Ii·e"I, Deleted: Within seven months o f fiscal year-end or within
ten days respectively, Ddlsclosure ofcosts financial
information and operatingdataand noticeofmaterial
events will be made by e

Deleted: submission

I Deleted: as provided in later in thispoìicy
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Professional Services
The Authority requires all professionals engaged to assist in the process of issuing debt to clearly
disclose all compensation and consideration received related to services provided in the debt
issuance process by the Authority. This includes "soft" costs or compensations in lieu of direct
payments.

A. Issuer's Counsel
The Authority will enter into an engagement letter agreementwith each lawyer or law firm
representing the Authority in a debt transaction. No engagement letter is required for any lawyer
who is an employee of the Office ofAttorney General and Reporter for the State of Tennessee which
serves as counsel to the Authority or o f the O Ifìce oí Ge IFcral Co uitsel. Office of the Co,nptroller ol
the '1'reasui-v. which serves as counsel Lo rite (]Sl,F i·e}tm·d i tm Iì<iard mallers,

B. Bond Counsel
Bond Counsel shall be engaged through the OSLF and serves and assists the Authority on all its debt
issues under a written agreement.

C. Financial Advisor

The,Einancial Advisor shall be engaged through the OSLF and serves and assists the Authority on Deleted: f
financial matters under a written agreement However, the,EinancialMvisor shall not be Deleted: a

permitted to bid on, privately place or underwrite an issue for which it is or has been providing Deleted: f
advisory services. The Financial Advisui'Aias ,-i lidzici:,ry ílulvjilcludinl? a duly of loyalty and a (kitv
ofcare. Deleted: a

Deleted: will be subject to
D. Trustee¿Heiunding-'t'r,Istee Deleted: which includes

The Trustee,iâ appointed Lindi.r the General Bond Hesnlulion,of the Authority, The Trustee will be a Deleted: shall be
bank, trust company or national banking associationlhat provides Paying Agent and Registrar Deleted: by resolution
:;ervkes. The Trustee will also serve as the Relunding Trustee for the Authoì·itv's ret-unded bonds Deleted: adopted priorto the issuanceofanyofthe bonds
ms ai,nni nted under theGeneral Bend Resolution.

[ Deleted: toaaas
E. Dealer

The Authority will enter into a Dealer Agreement with the appointed CP dealer. The Dealer agrees
to offer and sell the CP, on behalf of the Authority, to investors and other entities and individuals
who would normally purchase commercial paper.

F. Issuing and PayingAgent
The Authority covenants to maintain and provide an Issuing and PayingAgent at ali times while the
CP is outstanding. The Authoritywill enter into an Issuing and PayingAgency Agreement with an

appointed firm. The ]ssuing and PayingAgent will be a bank, trust company or national banking
association that has trust powers.

G. Credit/Liquidity Provider
TheAuthority shall enter into a Credit/]lqttidity Agreementwith an appointed providerif deemed Deleted: credit
Becessarv or advlsübie for the CP. Jhe provider shall be a bank, lending institution <,r.Ihe ?_Deleted: A credit
Ten,Lessee Cons„lidated Reti remei, t Sv.t-ern í"'!?(:I<S'r'l that extends credit to the Authority in the
form of a revolving credit facility, a line of credit, a loan or a similar credit product or as a liquidity
facility for CP.

12



Potential Conflicts of Interest
Professionals involved in a debt transaction hired or compensated by the Authority shall be
required to disclose to theAuthority existing client and business relationships between and among
the professionals to a transaction (including but not limited to financial advisor, swap advisor, bond
counsel, swap counsel, trustee, paying agent, underwriter, counterparty, and remarketing agent), as
well as conduit issuers, sponsoring organizations and program administrators. This disclosure
shall include such in formation that is reasonably sufficient to allow the Authority to appreciate the
significance ofthe relationships.
Pro fessionals who become involved in a debt transaction as a result ofa bid submitted in a widely
and publicly advertised competitive sale conducted using an industry standard, electronic bidding
platform are not subject to this disclosure provision. No disclosure is required if such disclosure
would violate any rule or regulation of professional conduct.

DebtAdministration
A. Planning for Sale

• Prior to submitting a bond resolution for approval, the Director of OSLF [the "Director"],
with the assistance of the Financial Advisor, will presentto staffof the members of the
Authority information concerning the purpose of the financing, the proposed structure of
the financing, the source of payment proposed to be pledged to the financing, the proposed
method of sale for the financing, all members of the proposed financing team, and an
estimate o fall the costs associated with the financing; and

• In addition, in the case of a proposed refunding, proposed use of credit enhancement, or
proposed use o f variable rate debt, the Director will present the rational for using the
proposed debt structure, an estimate o f the expected savings associated with the
transaction and a discussion ofthe potential risks associated with the proposed structure;
and

1 . The Director (with the assistance orstall' of OSLF), Bond Counsel, Financial Advisor, along
with other members of the financing team will prepare a Preliminary Official Statement
describing the transaction and the security for the debt that is fully compliantwith alllegal
requirements.

B. Post-Sale
. The Directoríý,Ith the asstötilnee øfstaff In the OSI.m. Bond Counsel, and Financial Advisor,

along with other members of the financing team.will prepare an Official Statement
describing the transaction and the security for the debt that is fully compliant with all legal
requirements.

• The Financial Advisorwill provide a closing memorandum with written instructions on

1 transfer and tlow of funds;, Deleted: and/or
• The Director will present a post-sale report to the members of the Authority describing the

transaction and setting forth all the costs associated with the transaction.
Within 45 days fi·om closing. rhe Direclor will prepare a Form ÇT·0253 - "Rgport on Debt
Obli,!atioil" outlining costs related to tile Issua,lce and other Information set forth in Sec(ion
9·2 1 - 1 S 1 pf the -TCA aqd also present at t he next meel inøgf ihe Aulhority and fl le ê.fop,v Deleted:,Tennessee Code Annotated

»--Mih-ihg.Qsl,ß Deleted: ,and presenttheoriginal atthenextmeetingof
the Board.The Director will establish guidelines and procedures for tracking the flow of all bond

proceeds, as defined by the Internal Revenue Code, over the life of bonds and reporting to
13
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1 the Internal Revenue Service (the 'îl{S") all arbitrage earnings associated with the financing
and any tax liability that may be owed to the Service.

L_The post-Issuance Compliance ["PIC"] team will meet annually to review matters related to
compliance and complete the PIC Checklist.

As a part ofthe l'IC procedui·es, tlìe I) ·ectoi· l wltli tile assistance ol'stall' in the OSLI·) will,
no Icss than annu al Iy. request coníl nnation from the borrowers that there has been no
change *n use o f tax-exempt Ilnanccd í-acilities

C. Continuing Administration
Authority staff will prepare billings in a timely manner to send to the borrowers to ensure
payment in a timely manner.

• Authority staffwill send moneys collected from borrowers for payment of debt service to
either the Depository Trust Company ("DTC"] or the associated Trustee/Paying Agent to
pay the bondholders the debt service due, or in the case of term bonds, place the funds in a

sinking fund until the bond matures.

Federal Regulatory Compliance and Continuing Disclosure
A. Arbitrage

1 The OSLFwill comply with arbitrage requirements on invested tax-exempt bond funds consistent
with representations made in the relevant Tax Certificate. Proceeds that are to be used to finance
construction expenditures are exempted from the filing requirements, provided that the proceeds
are spent in accordance with requirements established by the IRS. The Board will comply with all
of its tax certificates for tax-exempt financings by monitoring the arbitrage earnings on bond
proceeds on an interim basis and by rebating all positive arbitrage when due, pursuant to Internal
Rpvpniir Cndr, Sectinn 148. The Rnarrl nirrently rnntrarts with an arhitragp ronsultantto prepare
these calculations, when needed. The Board will also retain all records relating to debt transactions
for as long as the debt is outstanding, plus three years after the final redemption date o f the
transaction.

B. Investment of Proceeds
Any proceeds or other funds available for investment by theAuthority muÑL he inveÑted per Section Deleted: Compliance with arbitrage requirements on
49-3-1205I'6) o f the 1'('A subiect ro :mv restrictions required pursuant tn the next sentence or invested tax-exemptbond funds will be maintained. Proceeds

thatare to be used to finance construction expenditures arew,rsuant toanv az,t>ileable bnnd l.?uance authorl·zatton. Comoliance with Federal tax code excepted from the filing requirements, provided that proceeds
arhltraee recluirenients relating to tnvested tax-exeinì,z bond l'unds will be maintained, are spent in accordance with requirementsestablished by the

IRS.
trocecùs used to refilnance outstandtnp lone-term debl shall be placed in an irrovocable refunding Deleted: must be invested per the State policy found in
trusl fund with the Refundlne Trustee. The investments ílì shall ®I include int,tri,ìl funds m· unit Section 9-1-118 of the TCA
investment trusts holdinesuch ohlieaüons. íliì are rated not lower than ilw se,·ond highest I·amìg
çateeorv of both Moodv's Investors Servic,·. Inc and Standard & Poor's Global raljne sen»s .ii,d
í ii) ì shall mature and hearinterest at such times and such mnounts as will be suíftcíent, ioeethei·
will, othci· r,1(mevslo pav lhe ren}ainim defuasance J'equli·emeüts oí tfu? bonds to be re,!l,Ct,tod.
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C. Disclosure
lhe lilliîoritv· wil l ?Iisclosc rn EMMA tltc State's and tl,e Authoria"s aud Red Coni wehen.qi v'e A tinoul Deleted: In complying with U. S Securilies and Exchange
Fi,ml,ciaÌ Rcpori li.f we!1 as certain financía[ information and operating data I·ccluircd bv the continuing Commission Rule 15ü-12, l

disclosure u:ide,mkine,i l'or Uie outstal,d®1 himds no later than January 31 st of each year or lýebreiärv 25 '1, Deleted: provide
for the Ouoli fied Sclioo! Construclion Ikmd i'f,),SC-Bì l'i·oeram. ï-Iie AL,UkI#rikv %?'ill provide ti,ìtelv i,wíee fil Deleted: io

any fwhire to I,rov idç rorguircd umiual finaite,al infurniation by Jmiunrv 3 I or Februar¢ 25"' trìr the OSCB
I'rouram. ['he Author®- with resocct lo boi·rnwers (inder thc OSCB I'rngmiu ([l,e "OSCR Borrüwers'l
will orovidc bv rio later (han one war a fler the end ofeach res,ret,ve fiscal veâr

• the i,mlated version ofthe slale-slmred taxes contained ìn ilw O?Tìcial slatcment witl,
resnect to the Authoritv and the QSCB Borrowers

• ARI<1;Lcd I;inaltcial Stale,11('nls ol tiw OSCB I;ol·,·owei·s. i f i,Yailal,Ie. r,r lh ' lJ,w<Jdited
Financial Statements of the OSCH Ilorrowci·s

J-hç Aulhor y wil also. in accordance wi LI, tile eonlinu ,AR J Lsc kifLire un Jeruiki ©, ;ìj.NcloÑ,? ia EMMA Deleted: and uill
within teri buslnesh davs atter lhe ncctirrenee oí lhe foilowinu events rclal,i,w lo thc bondf tu w'hich tliç Deleted: providecontinuing diselosure u,îdertakimp; am-Uv , Deleted: notice j

• l'rincit)81 ·n? intel'c*i píivlnent delínqliencieâ Deleted: in accordance wilh applicable Iau ofany material
.entswi Lh respect to the bonds that may haie occurred Such

• Nonpavmei:l-relaWd def;uiìts. ìf mate,·i,il material events mav include. but are not limited to

• Unschedulcd di·ows oil debt se viçe reserves retlrcljne financiai ditficuli.les
• Unschehled draws on credit enhanceznents reflect.f,w financial dil'Ilcullies
• Substiti,tion ol'ci·edit orliqtndity providers or thelt' Ihiture to nerftlrin
• Aitv'crse l.tx <minions. the issuance by Ute Inlernal Revcnuo Service ol' ,):'opo.ed m· lìtial

dotei'mlnatioip.f ol' taxability. Notctžx of Proposed Issue [IRS Form 5701-1'E.Bì 01·Other
m:] terial nül i1+ or (lziterm ina Lio,ìs wit li respoct to the tax status of such bonds or other
f 3ki terij t events aftüçti ne t he t Ri x s t,lt Als of such bonds

• Modilic,Jtiolis to i'lghts ol lioiìd Ii?,I?Iers, Il-material
• Bond calts. ihnatci·ml. and lender offei·s
• Defeasances
• Release. suhst,Luliün wr ša lc of Dr„pel'tv sc<:„rirtíl th c. J·epavmc.Iîl or tize I)0mli i f t,1 ;Jt r.rl,il
• Rauiog.íä,ajlngé
• Bankrt,plcv, insolvency. 1·eceive,·:I®. orsimflar event ofthe State
• Coizsulnmation ola merßel·. consolidiltion. or ãcauisitíoninvotvine the Aütlil>t'jtv ol' sale ol

all M· sl, I,stantiall.v all o f Lhe assets o f the Authoritv. other than in the cour,e of nrdin,irv
I,Ll>iness, the entrv i nto adefir tlve aereemcnt to u ndel'lake such an action or Ihe
tei·ir itiìtion ofa delìnilíve aureement relatine to anv such actions. other tlian pul·sunni to its
terms . ifmaterial

• Apl,c,íntmellt ot'iuceessor truslce ol· tile cballpe of I-lanle (,f a trustee. Irlnatenal
D. Generally Accepted Accounting Principles (GAAP)

The Board will comply with the standard accounting practices adopted by the Governmental
Accounting Standards Board when applicable.
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Review of the Policy
The debt policy guidelines outlined herein are intended to provide direction regarding the future use and
execution of debt. The Authoritymaintains the right to modify these guidelines in a manner similar to the
original adoption of the Policy.
This policywill be reviewed no less frequently than annually. At that time the Directorwill consider any
recommendations for any amendments, deletions, additions, improvements or clarification.
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Adoption of the Policy
1. A public hearing on the Policy was held on the following date: November 14,2011.

Z_The Board adopted this Policy on December 8,2011, effective December 8, 2011.

3. The Board amended this nolicv on I'chniarv 4.2013, çl't'ectiv<: Febnmrv 4, 20 I 3

4 The Boiu'd ainended this pohcv' ün Mürch I 0,2016. et'tüel,ve March t 0.20 I 6.

5 -J'he Ibnrd amended this Dolicv on f June 9.2016, el tcct,ve June 9. 2016. )

Secretary
Tennessee State School Bond Authority
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DebtManagement Policy
Introduction
The Tennessee State School Bond Authority (the "Authority"), created in 1965 under the Tennessee State
School Bond Authority Act, Sections 49-3-1201 et seq., Tennessee Code Annotated ("TCA"), is a corporate
governmental agency and instrumentality of the State of Tennessee whose purpose is to finance revenue

generating capital projects for public institutions of higher education located in Tennessee ("Higher
Education Institutions") by issuing bonds and notes of the Authority and to finance projects approved
pursuant to the Qualified Zone Academy Bond Program ("QZAB") and Qualified School Construction Bond
Program ("QSCB")(both federal government programs for local education agencies).
The Authority has financed a variety of revenue generating higher education projects including
dormitories, athletic facilities, parking facilities and major equipment purchases. These projects stand in
contrast to non-revenue generating capital projects for basic academic needs such as classrooms and
libraries that are funded from the proceeds of the State's general obligation bonds.

QZAB and QSCB projects include construction of new schools, renovation, and rehabilitation of existing
schools, as well as purchase o f land and equipment for use in qualified projects. Federal guidelines allow
for QZAB proceeds to be used to fund teacher training. However, under Tennessee Constitution Article II,
Section 24, no debt will be issued to fund current operating expenses (including internal employee labor)
unless such debt is retired or repaid within the fiscal year of issuance. Thus, the Authority does not use
QZAB proceeds to fund teacher training.
The Office ofState and Local Finance (the "OSLF") serves as staff to the Authority. Both the Director of the
OSLF and the Assistant to the Comptroller for Public Finance serve as the Assistant Secretary to the
Authority.

Purpose
Debt management policies provide written guidance about the amount and type of debt issued by
governments, the issuance process for such debt, and the management of the debt portfolio. A debt
management policy tailored to the needs of the Authority: (1) identifies policy goals and demonstrates a
commitment to long-term financial planning (2) improves the quality of decisions concerning debt issuance;
and (3) provides justification for the structure of debt issuance. Adherence to its debt management policy
signals to rating agencies and the capital markets that the Authority is well managed and able to meet its
obligations in a timely manner.
Debt levels and their related annual costs are important financial considerations that impact the use of
current resources. An effective debt management policy provides guidelines for the Authority to manage its
debt programs in line with those resources.

The QZAB and QSCB programs are limited to the amounts allocated by the federal government. The
Authority adopted the Qualified Zone Academy Bonds General Bond Resolution on September 9, 1999 and
the Qualified School Construction Bonds General Bond Resolution on November 5,2009 authorizing the
issuance of QZABs or QSCBs thereunder from time to time pursuant to Supplemental Resolutions. At this
time the Authority does not anticipate further issuance of debt for these programs due to economic and
financial conditions and constraints.

This policy applies to the QZAB and QSCB programs for purposes of Debt Maintenance and Federal
Regulatory Compliance and Continuing Disclosure.
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Goals and Objectives
The Authority is establishing this debt policy as a tool to ensure that financial resources are adequate to
meet the Authority's long-term debt program and financial planning. In addition, this Debt Management
Policy (the "PolicF') helps to ensure that financings undertaken by the Authority satisfy certain clear
objective standards designed to protect the Authority's financial resources and to meet its long-term
capital needs.

A. The goals of this Policy
• To document responsibility for the oversight and management of debt related transactions;
• To define the criteria for the issuance of debt;

To define the types of debt approved for use within the constraints established by the
General Assembly;

• To define the appropriate uses of debt;
• To define the criteria for evaluating refunding candidates or alternative debt structures; and
• To minimize the cost of issuing and servicing debt

B. The objectives of this Policy
• To establish clear criteria and promote prudent financial management for the issuance of all

debt obligations;
• To identify legal and administrative limitations on the issuance of debt;
• To ensure the legal use of the Authority's debt issuance authority;
• To maintain appropriate resources and funding capacity for present and future capital

needs;
* To protect and enhance the Authority's credit rating;
• To evaluate debt issuance options;

To promote cooperation and coordination with other stakeholders in the financing and
delivery of services;

• To manage interest rate exposure and other risks; and
• To complywith Federal Regulations and generally accepted accounting principles ("GAAP")

DebtManagement
A. Purpose and Use of Debt Issuance

Debt is to be issued pursuant to the Act, as amended, and the Higher Educational Facilities Second
Program General Bond Resolution (adopted by the Authority on April 27, 1998 authorizing the
issuance of Higher Educational Facilities Second Program Bonds from time to time by Supplemental
Resolutions).
• Debt may be used to finance capital projects identified in the FinancingAgreements

between the Authority and (i) the Tennessee Board of Regents o f the State University and
Community College System ("TBR") and (íi) the Board ofTrustees of the University of
Tennessee ("UT").

• Debt may be used to finance project costs which include all direct capital costs and indirect
capital costs of projects, including but not limited to costs of construction and acquisition,
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costs of issuance of debt, funded interest on debt, and amounts to fund or replenish
reserves, if and to the extent approved by the Authority. In compliance with Article II,
Section 24 of the Tennessee Constitution, no budgeted current operational expenditures
(including internal employee labor) shall be reimbursed with debt proceeds unless such
debt is retired/repaid within the fiscal year of issuance.

• Prior to the issuance ofbonds, bond anticipation notes may be issued for the payment of
costs as authorized by the Authority.

• Bonds may be issued to refinance outstanding debt.
B. Debt Capacity Assessment

The debt capacity of the Authority is partially reliant on the debt capacity of the Higher
Education Institutions. Due to this reliance, this Policy requires the assessment of the debt
capacity the Higher Education Institutions on a project-by-project basis as each project is
presented for approval. Debt capacity o f each project is based on debt service coverage,
which measures the actual margin of protection for annual debt service payments from the
annual pledged revenue. Pledged revenue plus the pledge of legislative appropriations
must meet a two times coverage test for a project to be approved for debt funding.

• Bond anticipation notes are limited to the amount stated in the related Resolution and/or
Credit Agreement.

C. Federal Tax Status
• Tax-Exempt Debt - The Authority will use its best efforts to maximize the amount of debt

sold as tax-exempt based on the assumptions that tax-exempt interest rates are lower than
taxable rates and that the interest savings outweigh the administrative costs, restrictions on
use of financed projects, and investment constraints.

• Taxable Debt - The Authoritywill sell taxable debt when necessary to finance projects not
eligible to be financedwith tax-exempt debt.

D. Legal Limitations on the Use of Debt
• Pursuant to Section 47-3-1207(d)(4) of the TCA, limitations on the purpose to which the

proceeds of sale ofbonds or notes may be applied are contained in the resolution or
resolutions authorizing the bonds or notes.

* No debtmay be issued for a period longer than the useful life ofthe capital project it is
funding.

Types of Debt
Pursuant to Section 49-3-1207 of the TCA, the Authority is authorized from time to time to issue its
negotiable bonds and notes. These include:

A. Bonds
The Authoritymay issue bonds, where repayment of the debt service obligations of the bonds will
be made through revenues generated from specifically designated sources. The bonds will be
special obligations of the Authority. These bonds may include but not limited to:

• Fixed Interest Rate Bonds. Bonds that have an interest rate that remains constant
throughout the life of the bond.

Serial Bonds
• Term Bonds
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• Variable Interest Rate Bonds. Bonds which bear a variable interest rate but do not
include any bond which, during the remainder of the term thereof to maturity, bears
interest at a fixed rate. Provision as to the calculation or change of variable interest rates
shall be included the corresponding Supplemental Resolution.

• Capital Appreciation Bonds. Bonds as towhich interest is payable only atmaturity or
prior redemption of such Bonds or which bear a stated interest rate of zero. The
corresponding Supplemental Resolution for the bonds will define the manner in which the
period duringwhich principal and interest shall be deemed to accrue, and the valuation
dates for the bonds and the accreted value on the valuation date.

B. Short-Term Debt
The Authoritymay issue short-term debt, from time to time as needed to fund projects for the
Higher Educational Institutions during their construction phase. Such debt shall be authorized by
resolution of the Authority. Short-term debt may be used for the following reasons:

• To fund projects with an average useful life of ten years or less; and
• To fund projects during their construction phase

The short-term debt may be structured as Bond Anticipation Notes ("BANs") or short-term
obligations that will be repaid by proceeds of a subsequent long-term bond issue or fees and
charges from the borrowers. Typically, short-term debt is issued during the construction period to
take advantage of the lower short-term interest rates. Short-term debt may include:

• Commercial Paper c'CP") - CP is a form ofBANs that has a maturity up to 270 days may be
rolled to a subsequentmaturity date and is commonly used to finance a capital project
during construction. It can be issued incrementally as funds are needed.

• Fixed Rate Notes - Notes issued for a period of one year or less at a fixed interest rate.
• Variable Rate Notes - Notes issued for a period of one year or less, which bear variable

interest rates until redeemed. Provision as to the calculation or change of variable interest
rates shall be included in the authorizing resolution.

• Revolving Credit Facility - A form ofBANs involving the extension ofa line of credit from a
bank. The bank agrees that the revolving credit facility can be drawn upon incrementally as

funds are needed. The draws upon the line of credit may bear variable interest rates until
redeemed. Provision as to the calculation or change of variable interest rates shall be
included in the authorizing credit agreement.

Debt Management Structure
The Authority shall establish all terms and conditions relating to the issuance of bonds and will invest all
bond proceeds pursuant to the terms of the Authority's Second General Bond Resolution and the State S
investment policy. Unless otherwise authorized by the Authority, the following shall serve as the Policy for
determining structure:

A. Term
All capital projects financed through the issuance of debtwill be financed for a period not to exceed
the useful life of the projects, and in consideration of the ability of the borrower to absorb the
additional debt service expense within the debt affordability guidelines, but in no eventwill the
term of any bonds exceed thirty (30) years.
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B. Capitalized Interest
From time to time, certain financings may require the use of capitalized interest from the issuance
date until the borrower has beneficial use or occupancy of the financed project. Interest may be
financed (capitalized) through a period permitted by federal law and the Authority's Second
Program General Bond Resolution if it is determined that doing so is beneficial to the financing by
the Authority.

C. Debt Service
Debt issuance shall be planned to achieve relatively net level debt service. The Authority shall
avoid the use ofbullet or balloon maturities, absent sinking fund requirements, except in those
instances where these maturities serve to make existing overall debt service level or to match a

specific income stream.
No debt shall be structured with deferred repayment o fprincipal unless such structure is
specifically approved by unanimous vote of the members of the Authority.

D. Call Provisions
In general, the Authority's securities will include a call feature no later than ten (10) years from the
date of delivery of the bonds. Call Features should be structured to provide the maximum flexibility
relative to cost. The Authoritywill avoid the sale of long-term non-callable bonds absent careful
evaluation by the Authoritywith respect to the value ofthe call option.

E. Original Issuance Discount/Premium
Bonds sold with original issuance discount/premium will be permitted with the approval of the
Authority.

Refunding Outstanding Debt
The Authority may refinance outstanding bonds by issuing new bonds. Authority staffwith assistance from
the Authority's financial advisor ("Financial Advisor") shall have the responsibility to analyze outstanding
bond issues for refunding opportunities, whether for economic, tax-status, or project reasons.
Consideration shall be given to anticipated costs and administrative implementation and management.

A. Refunding Proposals
Refunding opportunities shall be reported to theAuthority when:

• The sale of refunding bonds produces an aggregate present value savings of at least 4% of
the par value of the bonds to be refunded; or

• The refunding ofbonds creates additional debt capacity and produces an aggregate present
value savings of at least 3% of the par value ofthe bonds to be refunded; or

• The refunding ofthe bonds is necessary due to a change in the use ofa project that would
require a change to the tax status of the Bonds; or

• The project is sold or no longer in service while still in its amortization period; or
• Restrictive Covenants prevent the issuance of other debt or create other restrictions on the

financial management of the project and revenue producing activities.
I f a decision to refund is based on savings, then the Authoritywill issue the refunding debt only
after receipt of a certified analysis from the Financial Advisor that the market conditions at the time
of the sale will still produce the necessary savings.
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B. Term ofRefunding Issues
The Authority will refund bonds within the term of the originally issued debt allowing for an
extension within the fiscal year of the original term. No backloading of debt will be permitted.

C. Bond Structuring
The bonds will be structured to create proportional or level debt service savings.

D. EscrowStructuring
The Authority shall structure refunding escrows using permitted securities deemed to be legally
permitted under the circumstances. The Authority shall take all actions as may be necessary or
appropriate to effectuate the transactions contemplated by the Refunding Trust Agreements,
including but not limited to the purchase of State and Local Government Obligations (SLGS). Under
no circumstances shall an underwriter, agent or financial advisor seil escrow securities to the
Authority from its own account.

E. Arbitrage
The Authority shall take all reasonable steps to optimize escrows and to avoid negative arbitrage in
its refunding subject to section 49-3-1205(6) of the TCA. Any positive arbitrage will be rebated as

necessary according to Federal guidelines (see also "Federal Regulatory Compliance and Continuing
Disclosure - A. Arbitrage").

Methods of Sale
A. Competitive

In a competitive sale, the Authority's bonds shall be awarded to the bidder providing the lowest
true interest cost as long as the bid adheres to the requirements set forth in the official notice of
sale. The competitive sale is the Authority's preferred method of sale.

B. Negotiated
While the Authority prefers the use of a competitive process, the Authority recognizes some
securities are best sold through negotiation. In a negotiated sale, an underwriting teamwill be
chosen and the underwriter's fees negotiated prior to the sale (see "Selection ofUnderwriting Team
(Negotiated Transaction)"). In its consideration of a negotiated sale, the Authority shall assess the
following circumstances:

• A structure which may require a stronger pre-marketing effort
• Size of the issue which may limit the number of potential bidders,
• Market volatility is such that the Authority would be better served by flexibility in timing a

sale,
• Credit strength,
• I f legal or disclosure issues make it advisable in marketing the bonds, and
• Tax status of bond.

C. Private Placement
From time to time, the Authority may have a need to consider privately placing its debt where the
size is too small or the structure is too complicated for public debt issuance, or the number of
market purchasers is limited, and/or will result in a cost savings to the Authority relative to other
methods of debt issuance.
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Selection ofUnderwriting Team (Negotiated Transaction)
If there is an underwriter, the Authority shall require the underwriter to clearly identify itself in writing,
whether in a response to a request for proposals or in promotional materials provided to the Authority or
otherwise, as an underwriter and not as a financial advisor from the earliest stages of its relationship with
the Authority with respect to that issue. The underwriter must clarify its primary role as a purchaser of
securities in an arm's-length commercial transaction and that it has financial and other interests that differ
from those of the Authority. The underwriter in a publicly offered, negotiated sale shall be required to
provide pricing information both as to interest rates and to takedown per maturity to the Authority or its
designated official in advance of the pricing of the debt.

D. SeniorManager
TheAuthority with assistance from its financial advisor shall select the senior manager for a
proposed negotiated sale. The selection criteria shall include but not be limited to the following:

• Experience in selling Tennessee Debt;
• Ability and experience in managing complex transactions;
• Prior knowledge and experience with the Authority;
• Willingness to risk capital and demonstration of such risk;
• Quality and experience o f personnel assigned to the Authority's engagement;
• Financing and marketing ideas presented; and
• Underwriting fees.

E. Co-Manager
Co-managers will be selected on the same basis as the senior manager. The number of co-managers
appointed to specific transactions will be a function of transaction size and the necessity to ensure
maximum distribution ofthe Authority's bonds. The Secretary or Assistant Secretary to the Authority
will, at his or her discretion, affirmatively determine the designation policy for each bond issue.

F. Selling Groups
The Authority may use selling groups in certain transactions to maximize the distribution ofbonds
to retail investors. Firms eligible to be a member of the selling group, should either have a public
finance department or pricing desk located within the boundaries of the State. To the extent that
selling groups are used, the Secretary or Assistant Secretary of theAuthority at his or her discretion
maymake appointments to selling groups as the transaction dictates.

G. Underwriter's Counsel
In any negotiated sale ofAuthority debt in which legal counsel is required to represent the
underwriter, the appointmentwill be made by the Senior Manager.

H. Underwriter's Discount
The Authoritywill evaluate the proposed underwriter's discount against comparable issues in the
market. If there are multiple underwriters in the transaction, the Authoritywill determine the
allocation of fees with respect to the management fee, if any. The determination will be based upon
participation in the structuring phase of the transaction. All fees and allocation of the management
fee will be determined prior to the sale date. A cap on management fee, expenses and underwriter's
counsel fee will be established and communicated to all parties by the Authority. The senior
manager shall submit an itemized list of expenses charged to members o f the underwriting group.
Any additional expenses must be substantiated.
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I. Evaluation of Underwriter Performance

Authority staffwith assistance of the Financial Advisor will evaluate each bond sale after
completion to assess the following: costs of issuance including underwriters' compensation, pricing
of the bonds in terms of the overall interest cost and on a maturity-by-maturity basis, and the
distribution of bonds and sales credits.

Following each sale, Authority staff shall provide a report (including the information contained in
the paragraph above) to the Authority on the results of the sale.

Credit Quality
The Authority's debt management activities will be conducted to receive the highest credit ratings possible,
consistentwith the Authority's financing objectives. The Office of the Comptroller of the Treasury through
the "OSLF" will be responsible for maintaining relationships and communicatingwith the rating agencies
that assign ratings to the Authority's debt. The OSLFwill schedule rating agency calls and/or visits prior to
the issuance ofTennessee State School Bond Authority debt.
The OSLFwill provide the rating agencies with periodic updates of the general financial condition of the
Authority. Full disclosure of operations and open lines of communication shall be maintained with the
rating agencies. The Authority, togetherwith the Financial Advisor, shall prepare presentations to the
rating agencies to assist credit analysts in making an informed decision.
The Authority through the OSLFwill engage the relevant rating agencies in advance, in the event that the
Authority decides to move forward with a plan of finance that includes variable rate debt, new commercial
paper programs or the use o f derivatives.
The Authority shall apply for ratings from at least two of the three Statistical Rating Organizations (the
"SRO"). The Authority shall fully review the contractwith the SRO and receive an engagement letter prior
to submitting documentation for the rating.

A. Security of Bonds
1. Debt Service Reserve Fund

The Authority's Second Program General Bond Resolution provides that a Debt Service
Reserve Fund shall be established for each bond that is issued
• Cash Funded Debt Service Reserve - a fund in which moneys are placed in reserve to

be used to pay debt service if pledged revenues are insufficient to satisfy the debt
service requirements. The debt service reserve fund is funded with bond proceeds at
the time of issuances. The balance in the debt service reserve fund will be used to pay
the final maturity of that bond. It is the Authority's current practice to establish this
fund with no current funding (funded at zero dollars).

• Reserve Fund Credit Facility - In lieu of a cash funded Debt Service Reserve, the
Authority has the option to use one of the following reserve fund credit facilities;
provided, however, that at the time of acceptance by the Authority, the provider's long-
term obligations ofany nature or claims paying ability are rated, by each RatingAgency
then rating anyOutstanding Bonds, no lower than the same Rating Category (for this
purpose, taking into account refinements and gradations) as the Bonds are then rated by
such Rating Agency:

• Letter o fCredit;
• Debt service reserve insurance policy; or
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• any other similar financial arrangement as determined by Supplemental
Resolution, and which is used to fund all or a portion of the Debt Service
Reserve Requirement

2. Liquidity Facility
In the event the Authority shall utilize CP, the Authority may set up a liquidity facility to
provide liquidity to securities that have been tendered. The liquidity facility may be in the
form of a letter of credit, advance agreement or other arrangement that may provide
liquidity.

3. Interest Rate Reserve Fund
The Authority may establish an interest reserve fund for bond anticipation notes issued for
each project. The interest reserve fund shall provide security for interest due on bond
anticipation notes as such interest matures between billings. The borrowers shall be
charged on a monthly basis based on the amount borrowed. When the short-term debt for a
project is either repaid or converted into bonds or other long-term debt, the amount
invested in the reserve fund shall be credited back to the borrower.

B. Intercept ofState Appropriations
Section 4.05 ofthe Authority's Second Program Financing Agreements provides the Authority
the ability, in the event the Board of Trustees of the University ofTennessee or the Tennessee
Board ofRegents has failed to pay the annual financing charges or administrative fees due, to
intercept amounts appropriated by the General Assembly of the State ofTennessee for the
operation and maintenance of the Institution to cover the amount due and payable.

Credit Enhancements
The Authoritywill consider the use ofcredit enhancements on a case-by-case basis, evaluating the
economic benefit versus cost for each case. Only when clearly demonstrable savings can be shown shall an
enhancement be considered. The Authoritywill consider each of the following enhancements as

alternatives by evaluating the cost and benefit of such enhancements:

A. Bond Insurance
The Authority may purchase bond insurance when such purchase by the Authority is deemed
prudent and advantageous. The primary consideration shall be based on whether the insurance
would be less costly. For competitive sales, the purchaser of the bonds may be allowed to
determine whether bond insurance will be used. If the Authority decides to purchase insurance, it
shall do so on a competitive bid basis whenever practicable. In a negotiated sale, the Authoritywill
select a providerwhose bid is most cost effective and will consider the credit quality of the insurer,
and that the terms and conditions governing the guarantee are satisfactory to the Authority.

B. Letters ofCredit
The Authority may enter into a letter-of-credit (LOC) agreement when such an agreement is
deemed prudent and advantageous. The Authoritywill prepare and distribute a request for
proposals to qualified banks or other qualified financial institutions which institutions, which
includes terms and conditions that are acceptable to the Authority. The LOCwill be awarded to the
bank or financial institution providing the lowest cost bid with the highest credit quality that meets
the criteria established by the Authority.
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C. Liquidity
For variable rate debt requiring liquidity facilities to protect against remarketing risk, the Authority
will evaluate:

• Alternative forms o f liquidity, including direct pay letters of credit, standby letters of credit,
and line of credit, in order to balance the protection offered against the economic costs
associated with each alternative;

• Diversification among liquidity providers, thereby limiting exposure to any individual
liquidity provider;

• All cost components attendant to the liquidity facility, including commitment fees, standby
fees, draw fees, and interest rates charged against liquidity draws; and
A comparative analysis and evaluation of the cost of external liquidity providers compared
to the requirements for self-liquidity.

The winning bid will be awarded to the bank or financial institution providing the lowest cost with
the highest credit quality that meets the criteria established by theAuthority.

D. Use ofStructured Products
No interest rate agreements or forward purchase agreementswill be considered unless the Authority
has established a policy defining the use of such products before the transaction is considered.

Risk Assessment
The OSLF will evaluate each transaction to assess the types and amounts of risk associated with that
transaction, considering all available means to mitigate those risks. The OSLF will evaluate all
proposed transactions for consistency with the objectives and constraints defined in this Policy. The
following risks should be assessed before issuing debt:

A. Change in Public/Private Use
The change in the public/private use of a project that is funded by tax-exempt funds could
potentially cause a bond issue to become taxable.

B. Default Risk
The risk that debt service payments due from the borrowers are not all received by the due date.

C. Liquidity Risk
The risk of having to pay a higher rate to the liquidity provider in the event of a failed
remarketing of short-term debt.

D. Interest Rate Risk
The risk that interest rates will rise, on a sustained basis, above levels that would have been set if
the issue had been fixed.

E. Rollover Risk
The risk of the inability to obtain a suitable liquidity facility at an acceptable price to replace a

facility upon termination or expiration ofthe contract period.
F. Market Risk

The risk in the event of a failed remarketing of short-term debt, the Liquidity Provider fails.
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Transparency
The Authority shall complywith the Tennessee Open Meetings Act, providing adequate public notice of
meetings and specifying on the agenda when matters related to debt issuance will be considered.
Additionally, the Authority will provide certain financial information and operating data by specified
dates, and provide notice of certain enumerated events with respect to the bonds, pursuant to
continuing disclosure requirements ofthe U.S. Securities and Exchange Commission ("SEC") Rule 15c2-12,.
The Authority intends to maintain transparency by:

• Posting the Official Statement of a bond sale to the Authority's website within two weeks of
the closing o f such sale;
Preparing and filingwith OSLF a copy ofthe costs related to the issuance of a bond and
other information required by Section 9-21-151 of the TCA, within 45 days ofthe closing of
such sale and presenting the original o f such document to the Authority at its next meeting
(see also "Debt Administration - B. Post Sale"); and

• Electronically submitting through the Municipal Securities Rulemaking Board's Electronic
Municipal Market Access ("EMMA") website the information necessary to satisfy the
Authority's continuing disclosure requirements in a timely manner (see also "Federal
Regulatory Compliance and Continuing Disclosure").

Professional Services
The Authority requires all professionals engaged to assist in the process of issuing debt to clearly
disclose all compensation and consideration received related to services provided in the debt
issuance process by the Authority. This includes "soft" costs or compensations in lieu of direct
payments.

A. Issuer's Counsel
The Authoritywill enter into an engagement letter agreementwith each lawyer or law firm
representing the Authority in a debt transaction. No engagement letter is required for any lawyer
who is an employee of the Office ofAttorney General and Reporter for the State of Tennessee which
serves as counsel to the Authority or of the Office of General Counsel, Office of the Comptroller of
the Treasury, which serves as counsel to the OSLF regarding Boardmatters.

B. Bond Counsel
Bond Counsel shall be engaged through the OSLF and serves and assists the Authority on all its debt
issues under a written agreement.

C. Financial Advisor
The Financial Advisor shall be engaged through the OSLF and serves and assists the Authority on
financial matters under awritten agreement. However, the Financial Advisor shall not be
permitted to bid on, privately place or underwrite an issue for which it is or has been providing
advisory services. The Financial Advisor has a fiduciary duty including a duty of loyalty and a duty
ofcare.

D. Trustee/Refunding Trustee
The Trustee is appointed under the General Bond Resolution of the Authority. The Trustee will be a

bank, trust company or national banking association that provides Paying Agent and Registrar
services. The Trusteewill also serve as the Refunding Trustee for the Authority's refunded bonds
as appointed under the General Bond Resolution.
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E. Dealer
The Authoritywill enter into a Dealer Agreement with the appointed CP dealer. The Dealer agrees
to offer and sell the CP, on behalf of the Authority, to investors and other entities and individuals
who would normally purchase commercial paper.

F. Issuing and PayingAgent
The Authority covenants to maintain and provide an Issuing and Paying Agent at all times while the
CP is outstanding. The Authoritywill enter into an Issuing and Paying Agency Agreement with an

appointed firm. The Issuing and Paying Agentwill be a bank, trust company or national banking
association that has trust powers.

G. Credit/Liquidity Provider
The Authority shall enter into a Credit/Liquidity Agreementwith an appointed provider if deemed
necessary or advisable for the CP. The provider shall be a bank, lending institution or the
Tennessee Consolidated Retirement System ("TCRS") that extends credit to the Authority in the
form of a revolving credit facility, a line of credit a loan or a similar credit product or as a liquidity
facility for CP.

Potential Conflicts of Interest
Professionals involved in a debt transaction hired or compensated by the Authority shall be
required to disclose to the Authority existing client and business relationships between and among
the professionals to a transaction (including but not limited to financial advisor, swap advisor, bond
counsel, swap counsel, trustee, paying agent, underwriter, counterparty, and remarketing agent), as
well as conduit issuers, sponsoring organizations and program administrators. This disclosure
shall include such information that is reasonably sufficient to allow the Authority to appreciate the
significance of the relationships.
Professionals who become involved in a debt transaction as a result o f a bid submitted in a widely
and publicly advertised competitive sale conducted using an industry standard, electronic bidding
platform are not subject to this disclosure provision. No disclosure is required if such disclosure
would violate any rule or regulation of professional conduct.

DebtAdministration
A. Planning for Sale

• Prior to submitting a bond resolution for approval, the Director o fOSLF (the "Director"),
with the assistance of the Financial Advisor, will present to staff of the members of the
Authority information concerning the purpose of the financing, the proposed structure of
the financing, the source of payment proposed to be pledged to the financing, the proposed
method of sale for the financing, all members ofthe proposed financing team, and an
estimate of all the costs associated with the financing; and

• In addition, in the case of a proposed refunding, proposed use of credit enhancement, or
proposed use of variable rate debt, the Director will present the rational for using the
proposed debt structure, an estimate of the expected savings associated with the
transaction and a discussion of the potential risks associated with the proposed structure;
and

The Director (with the assistance of staff o fOSLF), Bond Counsel, Financial Advisor, along
with other members of the financing team will prepare a Preliminary Official Statement
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describing the transaction and the security for the debt that is fully compliantwith alllegal
requirements.

B. Post-Sale
• The Director (with the assistance of staff in the OSLF), Bond Counsel, and Financial Advisor,

along with other members of the financing team, will prepare an Official Statement
describing the transaction and the security for the debt that is fully compliantwith alllegal
requirements.

• The Financial Advisorwill provide a closing memorandum with written instructions on

transfer and flow of funds;
• The Directorwill present a post-sale report to the members of the Authority describing the

transaction and setting forth all the costs associated with the transaction.
Within 45 days from closing, the Directorwill prepare a Form CT-0253 - "Report on Debt
Obligation" outlining costs related to the issuance and other information set forth in Section
9-21-151 of the TCA, and also present at the next meeting of the Authority and file a copy
with the OSLF.

• The Directorwill establish guidelines and procedures for tracking the flow ofall bond
proceeds, as defined by the Internal Revenue Code, over the life ofbonds and reporting to
the Internal Revenue Service (the "IRS") all arbitrage earnings associated with the financing
and any tax liability thatmay be owed to the Service.

• The Post-Issuance Compliance ("PIC") team will meet annually to reviewmatters related to
compliance and complete the PIC Checklist.

• As a part of the PIC procedures, the Director (with the assistance of staff in the OSLF) will,
no less than annually, request confirmation from the borrowers that there has been no

change in use of tax-exempt financed facilities.
C. ContinuingAdministration

• Authority staffwill prepare billings in a timely manner to send to the borrowers to ensure

payment in a timely manner.
• Authority staffwill send moneys collected from borrowers for payment of debt service to

either the Depository Trust Company ("DTC") or the associated Trustee/PayingAgent to
pay the bondholders the debt service due, or in the case of term bonds, place the funds in a

sinking fund until the bond matures.
Federal Regulatory Compliance and Continuing Disclosure

A. Arbitrage
The OSLFwill complywith arbitrage requirements on invested tax-exempt bond funds consistent
with representations made in the relevant Tax Certificate. Proceeds that are to be used to finance
construction expenditures are exempted from the filing requirements, provided that the proceeds
are spent in accordance with requirements established by the IRS. The Board will complywith all
of its tax certificates for tax-exempt financings by monitoring the arbitrage earnings on bond
proceeds on an interim basis and by rebating all positive arbitrage when due, pursuant to Internal
Revenue Code, Section 148. The Board currently contracts with an arbitrage consultant to prepare
these calculations, when needed. The Board will also retain all records relating to debt transactions
for as long as the debt is outstanding, plus three years after the final redemption date of the
transaction.
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B. Investment ofProceeds
Any proceeds or other funds available for investment by the Authority must be invested per Section
49-3-1205(6) of the TCA, subject to any restrictions required pursuant to the next sentence or
pursuant to any applicable bond issuance authorization. Compliance with Federal tax code
arbitrage requirements relating to invested tax-exempt bond funds will be maintained.
Proceeds used to refinance outstanding long-term debt shall be placed in an irrevocable refunding
trust fund with the Refunding Trustee. The investments (i) shall not include mutual funds or unit
investment trusts holding such obligations, (ii) are rated not lower than the second highest rating
category of both Moody's Investors Service, Inc. and Standard & Poor's Global rating services and
(iii) shall mature and bear interest at such times and such amounts as will be sufficient, together
with other moneys to pay the remaining defeasance requirements ofthe bonds to be redeemed.

C. Disclosure
The Authority will disclose on EMMA the State's and the Authority's audited Comprehensive Annual
Financial Report as well as certain financial information and operating data required by the continuing
disclosure undertakings for the outstanding bonds no later than January 31st of each year or February 25 th

for the Qualified School Construction Bond (QSCB) Program. The Authority will provide timely notice of
any failure to provide required annual financial information by January 31 or February 25th for the QSCB
Program. The Authority, with respect to borrowers under the QSCB Program (the "QSCB Borrowers"),
will provide by no later than one year after the end of each respective fiscal year:

• the updated version of the state-shared taxes contained in the Official Statement with
respect to the Authority and the QSCB Borrowers

• Audited Financial Statements ofthe QSCB Borrowers, if available, or the Unaudited
Financial Statements of the QSCB Borrowers

The Authority will also, in accordance with the continuing disclosure undertakings, disclose on EMMA
within ten business days after the occurrence of the following events relating to the bonds to which the
continuing disclosure undertakings apply:

• Principal and interest payment delinquencies
• Nonpayment-related defaults, if material
• Unscheduled draws on debt service reserves reflecting financial difficulties
• Unscheduled draws on credit enhancements reflecting financial difficulties
• Substitution of credit or liquidity providers or their failure to perform
• Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final

determinations oftaxability, Notices ofProposed Issue (IRS Form 5701-TEB) or other
material notices or determinations with respect to the tax status of such bonds or other
material events affecting the tax status of such bonds

. Modifications to rights of bondholders, ifmaterial
• Bond calls, ifmaterial, and tender offers
• Defeasances
• Release, substitution or sale of property securing the repayment of the bonds, ifmaterial
• Rating changes
• Bankruptcy, insolvency, receivership, or similar event of the State
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• Consummation of a merger, consolidation, or acquisition involving the Authority or sale o f
all or substantially all of the assets ofthe Authority, other than in the course of ordinary
business, the entry into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to its
terms, ifmaterial

• Appointment of successor trustee or the change o fname of a trustee, if material
D. GenerallyAccepted Accounting Principles (GAAP)

The Board will comply with the standard accounting practices adopted by the Governmental
Accounting Standards Board when applicable.

Review of the Policy
The debt policy guidelines outlined herein are intended to provide direction regarding the future use and
execution of debt. The Authoritymaintains the right to modify these guidelines in amanner similar to the
original adoption of the Policy.
This policywill be reviewed no less frequently than annually. At that time the Director will consider any
recommendations for any amendments, deletions, additions, improvements or clarification.
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Adoption of the Policy
1. A public hearing on the Policy was held on the following date: November 14,2011.

2. The Board adopted this Policy on December 8,2011, effective December 8,2011.

3. The Board amended this policy on February 4,2013, effective February 4,2013.
4. The Board amended this policy on March 10,2016, effective March 10,2016.

5. The Board amended this policy on June 9,2016, effective June 9,2016.

6. The Board amended this policy on May 11, 2017, effective May 11, 2017

S{þretary

Té?essee State School Bond Authority
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